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Abstrac:
The putpose of this research is to prove that there is a correlation between the size of disclosw"e in the

annual report (intellectual capital disclosure) with corporate size, corporate leverage, ownership,

profitability, an(J auditor size. Therefore, this assaciation may be used as a basis into a research model that

there is a relationship between intellectual capital disclosure and corporate petformance. The corpoftite
performanceisproxiedby stockprice..Thestockpriceisareflectionoftheconfidenceofcapitalmarketsor
result of the interaction of demand and supply which occurs in the stock. Tltis interaction is asst'tmed to be

influenced by the corporatets fundamentals what can be seen in the information conlent derived fi"om the

anruMl report, particularly, the disclosure of intellectual capital. The conseclatence of this, the corporate

should normally encourage to be more transparent, so that seems to look more attractiv-e to cctpital market

participants (investors). The result from this research is only corporate owtxership can predict the

intellectual capital disclosure size for the first model. For the second model, the result is the intellectual

capital disclosure size can influence the stockmarket.
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INTRODUCTION

Some previous of research report (ASB, 2001) and academic studies (Lev, 2001; Mouritsen et' Al., 2001)

have called for greater disclosure of non-financial indicators of investment in intangible assets. A radical

change in the accounting system makes more relevant for intellectual capital presentation, especially in firms

that increase intensively the intellectual capital that the sensible approach towards the enhancement of

financial reports is to encourage voluntary disclosure ofintellectual capital information.

But, intangible resources can be presented as part of the information presented voluntarily (voluntary

disclosure). In the voluntary disclosure notes is presented as qualitative information and it is also an

important part of the financial statements as additional information in the supplementary information. Some

investors often find something more meaningful information to be able to see further description of the

company in the future.
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THf,ORITICAL REVIEW
A.Intellectual CaPital
From the previous research ()Villiams, 2001) showed the corporates perfornance is directly influenced by
both physical capital and intellectual capital. Also, Belkoui (2002) found that there is a positive relationship
between intellectual capital and corporate performance. CIMA (2001) define the possession of knowledge
and skill, good relationships, and technological capacities, which when applied will give organizations
competitive advantage. Intellectual capital consist three sides such as, human, structural, and organizational
capital (Sveiby,1997). The other definition from Guthrie and Petty (2000) that intellectual capital can be

categorized into internal structure, extemal stnrcture and human capital assets and knowledge assets.

B. Intellectual C apital l)isclosure
Disclosures in the financial statements have become a prerequisite for all corporates to be tl'ansparant in
detail. This condition can affect decisions from investors arrd creditors to view that corporations. The various
forms of intellectual capital disclosure are valuable information for investors as they help reduce uncerlainty
about future prospects and facilitate a more precise valuation of the company (Bukh, 2003)'

The disclosure size can be measured through two tlpes of disclosure, such as: a) Voluntary disclosure and b)

Regulatory disclosure (Guthrie et a1.: 2004). Frorn the perspective of legitimacy theory, corporate disclosure

is used as a tool for organizations to show the advantages in the intellectual capital assets (Patten: 2002)'

Disclosure of intellecfual capital assets can indicate that the company is able to predict the ability to compete

h the market and this may increase the corporate value of the company. Therefore by clarifying the

company's intellectual capital assets may increase stock trading volume and this also positively affect stock

prices.

C. Some Factors Affect to the Intellectual capital Disclosure size
Corporates should inform the corporate condition to the investor community who have registered on the

capital market. This does not mean the whole corporate will present what is actually on the condition of the

company. There are some factors that encourage corporates to provide more transparent, especially
conceming intellectual capital. Some factors influence the intellectual capital disclosure size that can be

divided into 3 groups (Leventis and Weetman, 2000), is as follows:
l. Structgral variables; corporate size, corporate leverage, corporate ownership, auditor size'

2. Performance Variable; profit corporate.

3. Market variable; types of industry, Stock Price'

C. l. Structural variables

1. Corporate Size

It is very commonly used as an independent variable in accounting disclosure studies, such as that

conducted by researchers Raffournier (1995), Hossain et. Al (1995) and Depoers (2000) who have

concluded that there is a positive relationship between corporate size to the intellectual capital
disclosures size.

2. Corporate Leverage

Corporate leverage can be explained by the agency theory and signaling theory that relate to the

intellectual capital disclosure size. The high leverage firms will be followed by high agency costs'

This relates to the amount of transfer from debt. holders (debt holders) to shareholders (stock

holders) potentially. Therefore, the high leverage firms have more incentive to voluntarily disclose

corporate information and this will reduce agency costs. Based on this understanding, then there is a

positive relationship between the corporate leverage to intellectual capital disclosure size.

3. Corporate ownershiP

Agency costs increase with more diffuse ownership structure. This will influence the presentation

of financial information. With increasing diffusion ownership of the company, the corporate will
increase the intellectual capital disclosure size. Hence, there is a relationship between corporate

ownership and the intellectual capital disclosure size'

4. Auditor size
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Auditor size indicates the quality auditor. With increasing the auditor size, this will encourage

corporate to disclose intellectual capital disclosure.

C. 2.Performance Variable
Corporate earning will influence corporation to the size of intellectual capital disclosure' This is
consistent with the signaling theory, which means that the manager wants to increase the size of
disclosure, specifically in intellectual capital disclosure area. This indicates that the manager is more

revealing good news to avoid undervaluation against their shares.

C.3. Market Variable
Market variable can be reflected by stock price. This is a translation from the perspective of capital
market participants in valuing the corporate. This variable is affected by how market padicipants

view the corporate prospects for the future. Presentation of information in intangible capital
disclosure is very helpful for market participants to read the conditions of the corporate prospect. By
increasing of intellectual capital disclosure size will provide a good picture about the future
prospect and also to clarify the real condition of the corporate in the fufure.

Stock price is a reflection of market confidence for the corporate. The process of stock prices in the

aggregate is a meeting between a buyer and seller. This means that there has been a meeting point
between supply and demand in the capital market (stock). This event is heavily influenced by the

fundamental of information available in the capital markets and is highly dependent on the

presentation of corporate financial information .

With the availability of such information can achieve an allocation of capital or funds in a more optimal,
regardless of the quality of information available on the market. The higher the quality of information , it
should be the higher the level of relationship of stock price. With the condition of the quality of information
that is more open, especially the presentation of disclosure on the part of intellectual capital assets in the

financial statements can provide a high value to the market in deciding the proper allocation of investments'

This will create aconsensus of market participants are more perfect to target and optimize market conditions
will be achieved. This shows that the stock price reflects the condition assessment of the capital market on

corporate performance and prospects of the corporate in the future'
D. Thinking Framework
Structural variables and performance variable are the factors that affect the intellectual capital disclosure size

assets, After that, the intellectual capital disclosure size affect to stock price as a market variable. This can be

summarized for as follow:
l. Structural variables; firm size, firm leverage, firm ownership, auditor type.

2. Performance Variable; corporate eaming.

3. Market Variable; StockPrice.
From the above, that can explain the relationship between structural variables and performance variable
to the intellectual capital disclosure size and then the relationship between the intellectual capital
disclosure size and market variable. This can be depicted in the below:
Fig.l. Thinking Framework Scheme

Corporate Size

Corporate Leverage :-\

Corporate OrvnershiP ---+=\^ Intellectual Capital
Disclosure Index

Stock Price

Corporate Eaming

Auditor Size

E. Hypothesis Design

Based on theory and a framework of thinking, then the hypothesis can be constructed For as follows:
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1. There is a positive relationship between corporate size and intellectual capital disclosure size on
corporate listed.in Indonesia Stock Exchange.

2. There is a positive relationship between colporate leverage and intellectual capital disclosure
size on corporate listed in Indonesia Stock Exchange.

3. There is a positive relationship between colporate ownership and intellectual capital disciosure
size on corporate listed in Indonesia Stock Exchange.

4. There is a positive relationship between corporate eaming and intellectual capital disclosure
size on corporate listed in Indonesia Stock Exchange

5. There is a positive relationship between auditor size and intellectual capital disclosure size on
corporate listed in Indonesia Stock Exchange.

6. Intellectual capital disclosure size positively affects to stock prices on corporate listed in
Indonesia Stock Exchange.

RISEARCH NIETHODOLOGY

A. Research Methods
This research is a descriptive study using secondary data as a basis for hlpothesis testing. This research
approach is also based on the correlation of the independent variables with the dependent variable in eacir
model of research (correlational study).
B. Population, Sample and Sampling Technique
Research object observed is the annual report of the year 2007-2010 for the corporate listed in Indonesia
Stock Exchange. The data and sample selection is purposive sampling method
for as below:

l. Annual reports, reports amd reporl supplements a managenent discussion and analysis from 2007 to
2010, it particular the disclosure of intellectual capital includes assets.

2. Operational data are available on the corporate in banking industry Indonesian from Capital Market
Directory period 2007 to 2010.

3. Samples are annual reports from corporate listed in Indonesia Stock Exchange from 2007 to 2010.
Sampling was done by filtering the available data from the population, which means if the data is
not available and it has big deviation (outliers), then it should be ignored as a sample.

C. Data Collection and Techniques
The data are from conversion the qualitative form ofsecondary data consisting as follow:

1. The corporate annual report is from2007-2010 obtained from the Capital Market Reference Center
(CMRC) at the Indonesian Stock Exchange and from web-site.
2. Financial information can be obtained from annual reports, Indonesian Capital Market Directory and
web-site ofthe Indonesia Stock Exchange from 2007-2010.
3. Intellectual capital disclosure size can be obtained from the annual reports contained in the disclosure
notes to the financial statements and supplementary information (supplementary information) are
presented in the Indonesia Stock Exchange.
D. Research Model
The modeling is for as follows:
A. First modeling:
Yt:cr+ B1 Xl I+ 92X2t+ p3 X3 r+ P4){'4t+ B5 X5 t+ s t
Y t: Intelleatual capital disclosure index in the current period
cr: constant

P l,P 2,8 3,8 4, B 5 : regression coefficient
Xl t: Corporate size in the current period
X2 t: Corporate leverage in the current period
X3 t: Corporate ownership in the current period
X4 t: Corporate earnings in the current period
X5 t: Auditor size in the current period
e t: Error term
B. The second modeling:

Zt-a+BlYt +rt
Z t: Stock Price at the current period
o(: constant

B1 : regression coefficient
Y t: Intellectual capital disclosure index in the current period
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s t: Error telm

RESULTS

A. Results from the first Model

l.Correlation Analysis (R) and determination (R'?)

A test conducted to assess how strong the correlation or relationship of independent variables with the
dependent variable. The conelation coefficient is between 0 to 1. The greater the R value (close to l)
demonstrate the strong correlation of all independent variables with the dependent variable, whereas the
smaller the R value (close to 0) indicates the weak correlation of all independent variables with the dependent
variable.
Test R and Adjusted R square can be seen in Table 5-5. From Table 5-5 it can be seen that the value of R is
equal to 0.505. This indicates that the relationship between corporate size, corporate leverage, ownership of
corporate, corporate earnings and auditor size to intellectual capital disclosure index is moderate strong.

For A-djusted R2 value obtained was 0.202 which neans that the intellectual capital disclosure index can be
influenced by the corporate size, corporate leverage, corporate ownership, corporate earnings and auditor size
as independent variable which equal ro 20.2o/o, the remaining is 19.80/, is influenced by other factors or
outside the regression model.
Table 5-5
Corellation and Determination Test

Model Summar

Model R R Square Adiusted R Square

Std. Error of the
Estimate Durbin-Watson

I .505u .255 .202 785.87828 1.545

a. Predictors: (Constant), X5, X2, X4, Xl, X3
b. Dependent Variable: Y
Test ihe feasibility of the model is to use the F test which shown in Table 5-6. From this table it can be seen
that the significance value is equal to 0.001. The model is feasible (fit) if the significance vaiue below the
0.05 point. It can be concluded that the regression model is feasible (fit), because the significant value of f
test is 0.001, this result is smaller than 0.05.

Tabel5-6
ANOVA

Model Sum of Squares df Mean Square F Sie.

I Regression

Residual

Total

t4834593.112
43232327.243

58066920.355

5

10

15

2966918.622

617604.6',75

4.804

),001
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2.HypothesisTesting
Individual tests are intended to further investigate whether each independent variable individually
can be used to predict the dependent variable. Individual testing is to use t-test statistics with a

significance of 0.05. Individual test results can be seen in Table 5-7.

Table 5-7.
T Test Ant Analysis of Multiple essron

Model l

Unslandardized
Coefficients

Standardized
Coefficients

T SisB Std. Error Beta

(Constant)

X1

x2
X3

x4
X5

2245.397

.978

.062

809.449

-.285

158.306

1820.364

63.6sr

.2r4
251.604

.319

244.546

.002

.031

.463

-.083

.089

1.233

,015

.288

3.2t7
-.153

.647

222

988

114

002

454

520

T test result can be seen in Table 5-7 for as follows:
a. Significance values for pl (Corporate Size) was 0.988, greater than the 0.05 level. This means that Ho
accepted and Ha rejected, in other words it can be concluded that the Corporate Size (X1) can not be

used to predict the Intellectual Capital Disclosures Size (Y).
b. Significance value for B2 (Corporate Leverage) is0.774, greater than the 0.05 level. This means that

Ha is rejected and Ho accepted, in other words it can be concluded that the Corporate Leverage (X2) can

not be used to predict the Intellectual Capital Disclosures Size (Y).
s. gignificance value for p3 (Corporate Ownership) is 0.002, less than the 0.05 level. This means that Ho

is rejected and Ha accepted, in other words it can be concluded that the variables of Corporate

Ownership (X3) can be used to predict the Intellectual Capital Disclosures Size (Y)'
d. Significance values for B4 (corporate earnings) is 0.454, greater than the 0.05 level. This means that

Ho is accepted and Ha is rejected, in other words it can be concluded that the corporate earnings (X4)

cannotbe used to predict the Intellectual capital disclosure size.

e. Significance value for B5 (Auditor size) is 0.520, greater than the 0.05 level. This means that Ha

rejected and Ho accepted, in other words it can be concluded that the Auditor size (X5) can not be used

predict the Intellectual Capital Disclosures Size (Y).
Multiple regression model (model 1) can be formulated as follows:
Y = 2245.397 + 0.978X1+ 0.062X2 + 809 .449X3 - 285X4 + 158 306 X5

CONCLUSION, LIMITATION AND SUGGESTION
A.CONCLUSION
This research aim to test the relationship corporate size, corporate leverage, corporate ownership, corporate

earning and auditor to intellectual capital disclosure size. Furthermore, this research is to test the relationship

between intellectual capital disclosure size and stock price. The result is to indicate that it is only corporate

ownership has a significant relationship to intellectual capital disclosure size. It means that corporate

ownership can predict intellectual capital disclosure size in Indonesia Stock Exchange for banking

corporations.
The result from the second test is to indicate that the intellectual capital disclosure size influence to

the stock price. It means that the information content from intellectual capital disclosure size influence stock
price.

B.LIMITATION
This research has limitation in sample selection, because it is only banking corporations that can be

selected. Moreover, the period is 2007-2010 or it is only four years. For intellectual capttal disclosure size

index is quantitative measurement, but the real is a qualitative measurement. This is also a limitation from
this research, because the research is to try to convert from qualitative side to quantitative side.

C. SUGGESTION
The research can be developed from model formulation, the first model and second model can be

formulized into one research model, by using interacting betrneen intellectual capital disclosure size from
some variables at the first model. The search can deeply observe and determine for index of intellectual

capital disclosure size. For further research is better to extend the periods and also, the industry. It is not only
banking corporation area.

1S

to
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